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October 11, 2012

Honorable President and

Members of the Board of Education
Howell Township School District
Howell, New Jersey 07731

Dear Members of the Board of Education:

It is with pleasure that we submit the Comprehensive Annual Financial Report (CAFR) of the Howell
Township Schog! District for the fiscal year ended June 30, 2012. This CAFR includes the District's Basic
Financial Statement prepared in accordance with Governmental Accounting Standards Board Statement 34.
Responsibility for both the accuracy of the data and completeness and faimess of the presentation,
including all disclosures, rests with the District. To the best of our knowledge and belief, data presented in
this report is accurate in all material respects and is reported in 2 manner designed to present fairly the
financial position and results of operations of the District, Alf disclosures necessary {c enable the reader to
gain an understanding of the District's financial activities have been included.

The Comprehensive Annual Financial Report is presented in four sections as follows:

¢ The Introductory Section contains a table of contents, Letter of Transmittal, List of Principal
Officials, and an Organizational Chart of the School District;

¢ The Financial Section begins with the Independent Auditors’ Report and includes the
Management's Discussion and Analysis, the Basic Financial Statements and Notes providing an
overview of the School District's financial position and operating results, and other schedules
providing detailed budgetary information;

¢ The Statistical Section includes selected economic and demographic information, financial
trends, and the fiscal capacity of the Schooi District, generally presented on a muiti-year basis;

¢ The Single Audit Section ~ The District is required to undergo an annual audit in conformity with
the provisions of the Single Audit Act of 1986, as amended, the U. S. Office of Management
and Budget Circular A-133, “Audits of States, Local Governments and Non-Profit
Organizations’, and the State Treasury Circular Letter 04-04 OMB, “Single Audit Policy for
Recipients of Federal Grants, State Grants, and State Aid”. Information related to this single
audit, including the independent auditor's report on the internal contro! and compliance with
applicable laws, regulations, contracts and grants, along with findings and questioned costs, if
any, are included in the single audit section of this report.



1. REPORTING ENTITY AND ITS SERVICES:

The Howell Township School District is an independent reporting entity within the criteria adepted by the
GASB as established by Statement No. 14. All funds of the District are included in this report. The Howell
Township Board of Education and all its schools constitute the District's reporting entity.

The District continues to malntain a high quality of education, even though it is one of the largest K-8
districts in Monmouth County. The District provides a full range of programs and services appropriate to
grades K through 8. These include regular education, programs for the very able students (gifted and
talented), as well as special education for youngsters with disabilities in and out of district. Ten elementary
schools and three middle schools comprise the district's facilities. Although Southard School remains an
asset of the Howell Township Board of Education, the district consolidated the student population in the
other nine elementary schools, and is not utilizing Southard School for classroom purposes this school
year. The Board, in conjunction with Howell Township Municipal government and Howell Township Police
Athletic League, is creating a community center with various opportunities for residents.

Supervising district-wide goals is a district superintendent, an assistant superintendent for curriculum and
personnel, an assistant superintendent of pupil services, a business adminlstrator/board secretary, four
district-wide curriculum supervisors, three supervisors of special education, and a director of technology.
Each K-5 elementary school has its own principal. K-5 schools with enrollment greater than §00 students
are assigned a full time vice-principal with district wide responsibilities. K-5 elementary schools that have
less than 500 students have their own lead teacher working directly with the principal. Each of two Howell
Township Middle Schools has one principal and two vice principals with district wide responsibilities. The
third Howell Township Middle School has one principal and one vice principal who also has district wide
responsibilities,

The Board of Education, comprised of nine members, each elected to three-year terms, meets on the first
and third Wednesday of each month for the regular Board Meeting and other times each month for
committee meetings. During its meetings the board determines district goals and priorities and conducts the
business of the Board of Education. Board meetings are open to the public and begin at 7:30 P.M.

PTAs/PTOs/SEPAC (Special Education Parents Advisory Council) are highly active In the District and
provide community support for a variety of programs and activities for the children.

To maintain effective communications, the district produces school and district newsletters. Howell
Highlights, the district newsletter, is emailed to all parents in the community, in order to keep them well
informed of school and district events. The district also utilizes its web site to publish the board agenda in
an effort to keep all interested citizens apprised of district operations and activities. Parents with email
addresses can sign up for Newsbytes and School Alerts. Further, parents can stay Informed by signing up
for the district’s twitter account. ‘

Each of the schools in the district follows the district-wide goals and educational curriculum in the education
of children, while maintaining a unique personality that makes up that particular school. All curricula in the
district have been aligned to the Common Core National Standards with the exception of Mathematics 6-8.

The mission of the Howell Township School District is to educate students at all grade levels to achieve the
Standards and challenge them to become skillful communicators, independent thinkers, and life-long
learners. In reaching their full potential, our children will develop individual, social, and civic responsibility as
well as respect for themselves and their environment.  To this end the district has developed a
comprehensive curriculum for each grade and each subject area that is rich in content while focusing on the
individual needs of the students.

Elementary Schools: Grades K through 5

Currently, there are nine grade K-5 elementary schools (Adelphia School, Aldrich School, Ardena School,
Greenville School, Griebling School, Land O'Pines School, Newbury School, Ramtown School, and Taunten
School) providing a comprehensive educational program.



1. REPORTING ENTITY AND [TS SERVICES: (Continued)

The district's balanced literacy programs focuses on the development of phonics, phonemic awareness,
vocabulary, comprehension, and fluency. Writing is taught through a Writer's Workshop approach and is
integrated throughout all disciplines.

Mathematics skills and concepts are presented using a variety of hands-on materials and activities, Stress
is placed on providing real-life meaningful experiences so that students develop conceptual understanding
and an appreciation for mathematics.

Inquiry and discovery are the foundations of the science program. The students develop a better
understanding of the world around them by developing experiments and applying the sclentific method.

The units of instruction for the social studies program are theme-based and promote literacy in the areas of
geography, history, economics, and civics.

Students begin learning Spanish in kindergarten and continue through the fifth grade. The students learn
the language through conversational techniques, as well as develop an appreciation for the cultures that
speak Spanish. At the middle school level, all students participate in World Language instruction. Upon
entering the middle school, students may elect to either continue their studies in Spanish, or begin studies in
French.

Throughout all K-5 schools enrichment cluster grouping is provided to students identified as gifted and
talented. In addition, at the elementary level, a self contained 4™ and 5% grade program is provided to those
students who also demonstrate giftedness.

Howell Township Middle Schools

Grades 6 through 8

Grades six through eight are housed at each of the district's three middle schools. Each school is divided
into “houses.” Each “house” is designed as a “school within a school.” The "houses” are further divided into
teams. Each team has an assigned group of teachers and students. The team approach allows the faculty
to develop positive relationships with a relatively small group of students. The district has found this team
approach to be very successful at minimizing discipline problems and allowing the teachers to get a sense

of each student's individual needs.

At the middle school the Gifted and Talented program is expanded to provide math acceleration in grades
8", 7" and 8", with a rigorous enrichment course of study In science, social studies and language arts.

Special Education:

Special Education is an integral part of the educational system in the Howell Township Schools. Qur school
district educates approximately 1,020 students classified eligible for special education and related services.
Our district provides a full continuum of services for students with disabilities. Classes include preschool
disabled, integrated preschool, regular classes with specialized support, in-class resource, resource center
pult out services and other special class programs. All students are included with their general education
peers to the maximum extent possible, and many students are fully included in regular classes with
assistance from paraprofessionals or Special Education teachers. Our middle school program prepares our
students with disabilities for their transition to high school.



1. REPORTING ENTITY AND ITS SERVICES: (Continued)

Core Curricalum Contents Standards

All district curricula is aligned with the recently adopted Common Core State Standards for Mathematics and
Language Arts Literacy, and the New Jersey Core Content Curriculum Standards for Visual and Performing
Arts; Comprehensive Health and Physical Education; Science; Social Studies; World Languages;
Technology; and 21st-Century Life and Careers.

Staff Development

The Howell Township Public Schools System provides its teaching and support staff with many opportunities
for professional development.

All professional development in Howell Township addresses the Eight Key Elements of High Quality
Professional Development. The professional learning opportunities are aligned with and support the New
Jersey Professional Development Standards for Teachers.

In the beginning of the school year all newly hired teachers receive intensive in-service, encompassing
training in instructional strategles, classroom management, curriculum, Common Core State Standards,
mentoring, technology, district policy and mandated trainings, such as Affirmative Action and Harassment,
Intimidation and Bullying. Mentors are assigned to novice teachers to provide support throughout the school
year.

Professional development days are built into the school calendar to enable teachers to attend sessions
related to instructional strategies, curricular updates, content standards, data driven decision making, and
district-wide grade leve! and department articulation meetings.

Technology

District-Wide technology is used to enrich teaching and learning, facilitate communication among all
members of the educational community, and to Increase productivity. All classrooms, computer labs, media
centers, and offices in each of the twelve schools and administrative buildings are linked together via local
and wide area volce and data networks. All administrators, teachers, and support staff members have
computing capability with high speed Internet access and are provided email and voice mail accounts. To
assist teachers and students in presenting information and collaborating in Internet and other computer
based projects together, all classrooms in the district are equipped with ceiling mounted LCD projectors
andfor projection devices capable of presenting images via a computer, the Internet, cable TV, or local video
sources such as VCR’s and DVD players,

In addition, all schools are equipped with mobile student laptops that connect wirelessly to the network. All
building administrators have access to laptop computers, allowing for complete mobility in utilizing
technology for office productivity as well as teacher evaluation activities.

Puplt Enroliment

The following details the changes in the student enroliment of the district over the last ten years, The table
presents the actual historical pupil enroliment, as of October 15, for the school years 2001-02 through 2011-

12.



1. REPORTING ENTITY AND ITS SERVICES: (Continued)

School Year
2001-02
2002-03
2003-04
2004-05
2005-06
2008-07
2007-08
2008-09
2009-10
2010-11

201112

2.  ECONOMIC CONDITION AND QOUTLOOK:

Enroliment
As of October 15
7,379
7,424
7,416
7,333.5
7258

7289

7090

6920

6783

6773

6541

The rate of new home construction continues to stagnate and is reflected in a continued enroliment decline.
Current housing continues to turn over but the movement of young families with children has slowed.

3.  MAJORINITIATIVES:

Construction

No new major construction initiatives have been undertaken. The district continues to address ongoing

requirement maintenance projects as needed.

Pupil Services:

2
“

Inclusion initlative for grades K-6
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Life Skills classrooms and instruction

Crisis Management certification for staff
Crisis Response Network

Tools of the Mind Preschool curriculum
Community-based instruction as appropriate
¥ Parent outreach services

X3

*
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o

New assistive and instructional technology devices for students with disabilities
Teacher coach who is a Board certified Behavior Analyst
Ongoing training in all areas relative to working with students with special needs

Preschool Disabled and Integrated Preschool Programs



Business:

The Business Office continued to be busy In the 2011-2012 school year. Accomplishment/initiatives in this
school year were as follows:

% The business office continued to streamline the entire purchase order cycle with the implementation
of new procedures.

% The Business Administrator continues as the certified purchasing agent, with a bid threshold limit of
$36,000.

% Streamlining of business functions through increased applications of technology.

% Continued compliance with State and Federal mandates while minimizing impact on other business

workflow,

Personnel;

The district employed 855 persons during the 2011-2012 school year. The certificated staff numbered 640
Including 30 administrators and supervisors and 610 classroom teachers and educational support personnel
(nurses, guidance counselors, child study team members, etc.). 315 other employees, including
instructional assistants, school aldes, bus drivers and attendants, secretaries and clerk-typists, and
custodial and maintenance employees were also part of the staff.

One of the greatest challenges in a school district is to retain high standards for its staff, especially, during a
pericd when acute teacher shortages in some areas persisted. The district was able to accomplish this
through a highly competitive recruitment and selection process. Additionally, an impressive array of in-
service opportunities allowed staff members to stay current and to improve their instructional skills; a
hallmark of a progressive and innovative school district.

The district, for example, continued its new teacher mentoring program. All newly certified teachers and
most teachers new to the district were assigned mentors as well as supervisory advocates to assist them in
their first year, District administrators further provided these teachers with an extensive in-service program
designed to help them acclimate to their new working environment.

4. INTERNAL ACCOUNTING CONTROLS:

Management of the district is responsible for establishing and maintaining an internal control system
designed to ensure that the assets of the district are protected from loss, theft or misuse; and to ensure that
adequate accounting data are compiled to allow for the preparation of financial statements in conformity with
generally-accepted accounting principles (GAAP). The internal control system is designed to provide
reasonable, but not absolute, assurance that these objectives are met. The concept of reasonable
assurance recognizes that: (1) the cost of a control should not exceed the benefits likely to be derived; and
{2) the valuation of costs and benefits requires estimates and judgments by management.

As a recipient of federal and state awards, the district alsc is responsible for ensuring that an adequate
internal control system Is in place to ensure compliance with applicable laws, regulations, contracts and
grants related to those programs. This internal control system is also subject to periodic evaluation by the
district management.

As part of the District's single audit, described earlier, tests are made to determine adequacy of the internal
control system, including that portion related to federal and state financial assistance programs, as well as
to determine that the district has complied with applicable laws and regulations.



5. BUDGETARY CONTROLS:

In addition to internal accounting controls, the District maintains budgetary controls. The abjective of these
controls is to ensure compliance with legal provisions embodied in the annual appropriated budget approved
by the voters of the municipalities. Annual appropriated budgets are adopted for the general fund, the
special revenue funds, and the debt service fund. The final budget amount as amended for the fiscal year is
reflected in the financial section.

An encumbrance accounting system is used to record outstanding purchase commitments on a line item
basis. Open encumbrances at year-end are either canceled or are included as reappropriations of fund
balance in the subsequent year. Those amounts to be reappropriated are reported as reservations of fund
balance at fiscal year end.

6. CASH MANAGEMENT:

The investment policy of the District is guided in large part by state statute. The District has adopted a cash
management plan, which requires it to deposit public funds in public depositeries protected from loss under
the provision of the Governmental Unit Deposit Protection Act (GUDPA), GUDPA was enacted in 1970 to
protect Governmental Units from a loss of funds on deposit with a failed banking institution in New Jersey.
The law requires governmental units to deposit public funds only in public depositories located in New
Jersey, where the funds are secured in accordance with the Act.

7. RISK MANAGEMENT:

The Board carries various forms of insurance, including but not limited to general liability, automobile liability
and comprehensive/collision, hazard and theft insurance on property and contents, fidelity bonds and
worker's compensation.

8. QTHER INFORMATION:

Independent Audit - State statutes require an annual audit by independent certified public accountants or
registered municipal accountants. The accounting firm of Robert A. Hulsart & Company, CPA's, was
selected by the Board to perform the audit. In addition to meeting the requirements set forth in state
statutes, the audit also was deslgned to meet requirements of the Single Audit Act of 1998, as amended and
the related OMB Circular A-133 and the New Jersey OMB Circular 04-04. The auditors’ report on the basic
financial statements and as well as both the required and cther supplementary information is included in the
financial section of this report, The auditor's reports related specifically to the single audit are included in the
single audit section of this report.
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cﬁogmﬁ . c#u[iaz{: and Com/)arzy -

CERTIFIED PUBLIC ACCOUNTANTS

Telscopier:

ARMOUR S. HULSART, C.PA, RMA,, PS.A. (1959-1982) (732) 280-8888 2807 Hurley Pond Road - Suite 100

ROBERT A. HULSART, C.PA, RMA, PS.A. P.O. Box 1408

ROBERT A. HULSART, JR.,C.PA, PS.A. e-mail: Wall, New Jersey 07719-1408
e rah@monmouth.com (732) 681-4990

RICHARD J. HELLENBRECHT, JR, C.PA, PS.A

INDEPENDENT AUDITOR’S REPORT

Honorable President and Members
of the Board of Education

Howell Township School District

County of Monmouth

Howell Township, New Jersey

We have audited the accompanying financial statements of the governmental activities, the
business-type activities and each major fund of the Board of Education of the Howell Township School
District, in the County of Monmouth, State of New Jersey, as of and for the fiscal year ended June 30,
2012, which collectively comprise the District’s basic financial statements as listed in the table of contents.
These financial statements are the responsibility of the Howell Township Board of Education’s
management. Our responsibility is to express opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and audit requirements as prescribed by
the Division of Finance, Department of Education, State of New Jersey. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are free
of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, business-type activities, each major fund, and
the aggregate remaining fund information of the Howell Township Board of Education, in the County of
Monmouth, State of New Jersey, as of June 30, 2012, and the respective changes in financial position and
cash flows, where applicable, thereof for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated October
11, 2012, on our consideration of the Howell Township Board of Education’s internal control over
financial reporting and our tests of its compliance with certain provisions of laws, regulations, contracts
and grants agreements and other matters. The purpose of this report is to describe the scope of our testing
of internal control over financial reporting and compliance and the results of that testing, and not to provide
an opinion on the internal control over financial reporting or on compliance. This report is an integral part
of our audit performed in accordance with Government Auditing Standards and should be considered in
assessing the results of our audit.



13.

The Management Discussion and Analysis and Budgetary Comparison Information on pages 14
through 19 are not a required part of the basic financial statements but are supplementary information
required by the accounting principles generally accepted in the United States of America. We have applied
certain limited procedures, which consisted principally of inquires of management regarding the methods of
measurement and presentation of the required supplementary information. However, we did not audit the
information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Howell Township Board of Education’s basic financial statements. The
accompanying introductory section and other supplementary information such as the combining and
individual fund financial statements, long-term debt schedules, and statistical information are presented for
purposes of additional analysis and are not a required part of the basic financial statements. The combining
and individual fund financial statements and long-term debt schedules have been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, are fairly stated, in all
material respects, in relation to the basic financial statements taken as a whole. The introductory section
and statistical information have not been subjected to the auditing procedures applied in the audit of the
basic financial statements and, accordingly, we express no opinion on them.

The accompanying schedules of expenditures of federal awards and state financial assistance are
presented for purposes of additional analysis as required by U.S. Office of Management and Budget
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations; and New Jersey
OMB'’s Circular 04-04, Single Audit Policy for Recipients of Federal Grants, State Grants and State Aid
respectively, and are not a required part of the basic financial statements. Such information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and, in our
opinion, is fairly stated in all material respects in relation to the basic financial statements taken as a whole.

Respectfully submitted,

ROBERT A. HULSART AND COMPANY

Robert A. Hulsart

Licensed Public School Accountant
No. 322

Robert A. Hulsart and Company

October 11, 2012
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HOWELL TOWNSHIP PUBLIC SCHOOL DISTRICT
HOWELL TOWNSHIP

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2012

UNAUDITED

The discussion and analysis of Howell Township Public School District’s financial performance provides
an overall review of the School District’s financial activities for the fiscal year ended June 30, 2012. The
intent of this discussion and analysis is to look at the School District’s financial performance as a whole; it
should be read in conjunction with the Comprehensive Annual Financial Report’s (CAFR) Letter of
Transmittal that is found in the Introductory Section, and the School Board’s financial statements found in
the Financial Section and the notes thereto.

The MD&A is a element of the Required Supplementary Information specified in the Governmental
Accounting Standards Board’s (GASB) Statement No. 34 — “Basic Financial Statement and
Management’s Discussion and Analysis — for State and Local Governments” issued in June 1999.

Financial Highlights
Key financial highlights for 2012 are as follows:

+ General revenues accounted for $114,988,014 in revenue or 98% percent of all revenues.
Program specific revenues in the form of charges for services, operating grants and
contributions, and capital grants and contributions accounted for $2,374,508 or 2% percent to
total revenues of $117,362,522.

+ Total assets of governmental activities increased by $4,837,079 as cash and cash
equivalents increased by $5,421,298 receivables decreased by $584,219 and capital assets
decreased by $2,803,545.

¢ The School District had $112,106,236in expenses; only $2,374,508 of these expenses were
offset by program specific charges for services, grants or contributions. General revenues
(primarily property taxes) of $117,362,522 were adequate to provide for these programs.

¢ The General Fund had $107,043,983 in revenues and 101,805,502 in expenditures.
Using this Comprehensive Annual Financial Report (CAFR)

This annual report consists of a series of financial statements and notes to those statements. These
statements are organized so the reader can understand Howell Township Public School District as a
financial whole, an entire operating entity. The statements then proceed to provide an increasingly
detailed look at specific financial activities.

The Statement of Net Assets and Statement of Activities provide information about the activities of the
whole School district, presenting both an aggregate view of the School district’s finances and a longer-
term view of those finances. Fund financial statements provide the next level of detail. For governmental
funds, these statements tell how services were financed in the short-term as well as what remains for
future spending. In the case of Howell Township Public School District, the General Fund is by far the
most significant fund, with the Special Revenue Fund and Capital Project’s Fund also having significance.

The School Board’s auditor has provided assurance in his Independent Auditor's Report, located
immediately preceding this Management’s Discussion and Analysis, that the Basic Financial Statements
are fairly stated. A user of this report should read the Independent Auditor’s Report carefully to ascertain
the level of assurance being provided for each of the other parts of the Financial Section.
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Reporting the School District as a Whole
Statement of Net Assets and the Statement of Activities

While this document contains the large number of funds used by the School District to provide programs
and activities, the view of the School District as a whole looks at all financial transactions and asks the
question, “How did we do financially during the 2011-2012 fiscal year?” The Statement of Net Assets and
the Statement of Activities helps answer this question. These statements include all assets and liabilities
using the accrual basis of accounting similar to the accounting used by most private-sector companies.
This basis of accounting takes into account, all of the current year’s revenues and expenses regardless of
when cash is received or paid.

These two statements report the School District's net assets and changes in those assets. This change
in net assets is important because it tells the reader that, for the School District as a whole, the financial
positions of the School District has improved or diminished. The causes of this change may be the result
of many factors, some financial, and some not. Non-financial factors include the School District’s property
tax base, current laws in New Jersey restricting revenue growth, facility condition, required educational
programs and other factors.

In the Statement of Net Assets and the Statement of Activities, the School District is divided into two
distinct kinds of activities:

+ Governmental activities — All of the School District’s programs and services are reported here
including, but not limited to, instruction, support services, operation and maintenance of plant
facilities, pupil transportation and extracurricular activities.

+ Business-Type Activities — This service is provided on a charge for goods or services basis to
recover alf the expense of the goods or services provided. The Food Service enterprise fund
is reported as a business activity.

Reporting the School District’s Most Significant Funds
Fund Financial Statements

Fund financial reports provide detailed information about the School District's major funds. The School
District uses many funds to account for a multitude of financial transactions. However, these fund
financial statements focus on the School District's most significant funds. The School District's major
governmental funds are the General Fund, Special Revenue Fund, Capital Projects Fund and Debt
Service Fund.

Governmental Funds

The School District’s activities are reported in governmental funds, which focus on how money flows into
and out of those funds and the balances left at year-end available for spending in the future years.
These funds are reported using an accounting method called modified accrual accounting, which
measures cash and all other financial assets that can readily be converted to cash. The governmental
fund statements provide a detailed short-term view of the School district's general government operations
and the basic services it provides. Governmental fund information helps you determine whether there are
more or fewer financial resources that can be spent in the near future to finance educational programs.
The relationship (or differences) among governmental activities (reported in the Statement of Net Assets
and the Statement of Activities) and governmental funds is reconciled in the financial statements.

Enterprise Fund

The enterprise fund uses the same basis of accounting as business-type activities; therefore, these
statements are essentially the same.
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The School District as a Whole
Recali that the Statement of Net Assets provides the perspective of the School District as a whole.

Table 1 provides a summary of the School District's net assets for the fiscal year 2012.

Table 1
Net Assets
2012
Assets
Current and other assets $ 2,584,264
Capital assets, net $ 96,824,600
Total assets $ 99,408,864
Liabilities
Long-term liabilities $ 45,222,466
Other liabilities $ 4,911,559
Total liabilities $ 50,134,025
Net assets
Invested in capital assets, net of debt $ 41,872,694
Restricted $ 11,999,745
Unrestricted $ (4,597,600)
Total net assets $ 49,274,839

Governmental Activities

The unique nature of property taxes in New Jersey creates the need to routinely seek voter approval for
the School District operations. Property taxes made up 61% of revenues for governmental activities for
the Howell Township Public School District for fiscal year 2012. Federal, state and local grants
accounted for another 38%.

Business-Type Activities

Revenues for the District’s business-type activities (food service program) were comprised of charges for
services and federal and state reimbursements.

+ Food service revenues exceeded expenditures by $5,868.

+ Charges for services represent $1,422,061 of revenue. This represents amount paid by
patrons for daily food services.

¢+ Federal and state reimbursements for meals, including payments for free and reduced
lunches and donated commodities were $561,873.

Governmental Activities

The Statement of Activities shows the cost of program services and the charges for services and grants
offsetting those services.

Instruction expenses include activities directly dealing with the teaching of pupils and the interaction
between teachers and student, including extracurricular activities.



Pupils and instructional staff include the activities involved with assisting staff with the content and
process of teaching to students, including curriculum and staff development.

General administration school administration and business include expenses associated with
administrative and financial supervision of the District.

Operation and maintenance of facilities activities involve keeping the school grounds, buildings and
equipment in an effective working condition.

Curriculum and staff development include expenses related to planning, research, development and
evaluation of support services, as well as the reporting of this information internally and to the public.

Pupil transportation includes activities involved with the conveyance of students to and from school, as
well as to and from school activities, as provided by state law.

Extracurricular activities include expenses related to student activities provided by the School District
which are designed to provide opportunities for students to participate in school events, public events, or
a combination of these for the purposes of motivation, enjoyment and skill improvement.

Interest and fiscal charges involve the transactions associated with the payment of interest and other
related charges to debt of the School District.

Other includes unallocated depreciation and amortization.
The School District’s Funds

The School Board uses funds to control and manage money for particular purposes. The Fund's basic
financial statements allow the School Board to demonstrate its stewardship over and accountability for
resources received from the Township of Howell’s taxpayers and other entities, including the State of
New Jersey and the Federal Government. These statements also allow the reader to obtain more insight
into the financial workings of the School Board, and assess further the Schoo! Board’s overall financial
health.

As the School Board completed the fiscal year ending June 30, 2012, it reported a combined net asset
balance of $49,274,839. The reconciliation of the Statement of Revenue Expenditures and Changes in
Fund Balances of Governmental Funds to the Statement of Activities present the reader with a detailed
explanation to the differences between the net change in fund balances and changes in net assets.

The School Board's budget is prepared according to New Jersey law, and is based on accounting for
certain transactions on a basis of cash receipts, disbursements and encumbrances. The most significant
budgeted fund is the General Fund.

Over the course of the year, the School Board revises its budget as it attempts to take into consideration
unexpected changes in revenue and expenditures.

A schedule showing the School Board’s original and final budget compared with actual operating results
is provided in the section of the CAFR entitled Budgetary Comparison Schedules. The School Board
generally did better than had been budgeted in its General Fund since it practices conservative budgetary
practices in which revenues are forecasted very conservatively and expenditures are budgeted with
worst-case scenarios in mind.

The excesses will be carried forward into the beginning fund balance for the 2012-2013 fiscal year and
will be used to fund the 2012-2013 fiscal budget.

Capital Assets
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At the June 30, 2012, the School District had approximately $88,219,177 invested in a broad range of
capital assets, including land, buildings, furniture, vehicles, computers, instructional equipment and other
equipment. This amount is net of accumulated depreciation to date. Table 2 below shows the net book
value of capital assets at the end of the 2012 fiscal year.

Table 2
Capital Assets (Net of Depreciation) at June 30
2012
Land $ 5,348,018
Construction in progress $ 0
Building and improvements $ 80,308,894
Machinery and equipment $ 2,562,265
Totals $ 88,219,177

Debt Administration

At June 30, 2012, the School district had $49,305,916 as outstanding debt. Of this amount, $2,886,370 is
for compensated absences, $2,078,043 for capital leases, $6,066 of installment obligations and the
balance 44,335,437 for bonds for schoo! construction.

Economic Factors and Next Year's Budget

The Howell Township Public School District is in very good financial condition presently. Future finances
are not without challenges as the community population continues to fluctuate and state funding is
decreased.

The Township of Howell is primarily a residential community, with very few ratables, and is presently
experiencing a slowing of what little ratable growth had been experienced. The majority of revenues
needed to operate the District are derived from homeowners through property tax assessments and
collections, which are voted by the residents annually.

The ($4,579,600) in unrestricted net assets for all governmental activities represents the accumulated
results of all past years’ operations. This means that if the School Board had to pay off all bills today,
including all of the School Board’s non concurrent liabilities such as compensated absences, the School
Board would have a deficit of 4,579,600. The district also has $1.00 in capital reserve monies as well as
the fair market value of the capital assets.

At this time, the most important factor affecting the budget is the unsettled situation with State Aid and
Tax Levy caps. Since expenses continue to increase due to inflationary and legislative pressures and
revenues are fixed, the district must reduce expenses to compensate.

The School Board cannot accurately forecast future enrollment, but presently is experiencing a continued
reversal of the past growth trend.

In conclusion, the Howell Township Public School District has committed itself to financial excellence for
many years. In addition, the School District's system for financial planning, budgeting, and internal
financial controls are well regarded. The School District plans to continue its sound fiscal management to
meet the challenge of the future.
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Contacting the School District’s Financial Management

This financial report is designed to provide our citizens, taxpayers, investors and creditors with a general
overview of the School district’s finances and to show the School District’s accountability for the money it
receives. If you have any questions about this report or require additional information contact Ronald
Sanasac, Business Administrator/Board Secretary at Howell Township Board of Education, P.O. Box 579,
Howell, New Jersey 07731.
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DISTRICT-WIDE FINANCIAL STATEMENTS - A



HOWELL TOWNSHIP SCHOOL DISTRICT

STATEMENT OF NET ASSETS

Assets
Cash and Cash Equivalents
Receivables, Net
Inventory
Restricted Assets:
Cash and Cash Equivalents
Capital Reserve Account-Cash
Capital Assets-Non-Depreciable
Capital Assets, Net
Total Assets

Liabilities
Accounts Payable & Accrued Interest
Deferred Revenue
Noncurrent Liabilities:
Due Within One Year
Due Beyond One Year
Total Liabilities

Net Assets
Invested in Capital Assets, Net of Related Debt
Restricted For:
Debt Service
Capital Projects
Other Purposes
Unrestricted

Total Net Assets

Exhibit A-1
JUNE 30, 2012
Governmental Business-Type
Activities Activities Total

- 37,100 37,100
2,460,077 33,307 2,493,384
53,780 53,780
8,538,426 8,538,426
1 1
5,348,018 5,348,018
82,871,159 66,997 82,938,156
99,217,681 191,184 99,408,865
817,721 817,721
56,027 56,027
4,077,384 4,077,384
45,222,466 45,222,466
50,173,598 - 50,173,598
41,805,697 66,997 41,872,694
17,807 17,807
41,537 41,537
11,900,829 11,900,829

(4,721,787) 124,187 (4,597,600)
49,044,083 191,184 49,235,267

The accompanying notes to financial statements are an integral part of this statement.
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FUND FINANCIAL STATEMENTS - B



HOWELL TOWNSHIP SCHOOL DISTRICT Exhibit B-1
BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 30, 2012
Special Capital Debt Total
General Revenue Projects Service Governmental
Fund Fund Fund Fund Funds
Assets
Cash - Restricted $ 8,520,620 17,807 8,538,427
Receivables from Other Governments 519,753 1,068,467 813,713 2,401,933
Accounts Receivable 58,144 58,144
Interfund Receivable 1,696,344 1,696,344
Total Assets $10,794,861 1,068,467 813,713 17,807 12,694,848
Liabilities and Fund Balance
Liabilities:
Accounts Payable $ B 48,699 39,573 88,272
Interfund Payable 963,741 732,603 1,696,344
Deferred Revenue 56,027 56,027
Total Liabilities - 1,068,467 772,176 - 1,840,643
Fund Balance:
Restricted for:
Excess Surplus - Current Year 2,549,317 2,549,317
Committed To:
Designated for Subsequent Years Expenditures -
Excess Surplus 2,731,145 2,731,145
Capital Reserve Account 1 1
Assigned To:
Other Purposes 5,847,746 5,847,746
Designated for Subsequent Years Expenditures By The BOE 772,620 772,620
Unassigned:
General Fund (1,105,968) (1,105,968)
Capital Projects 41,537 41,537
Debt Service Fund 17,807 17,807
Total Fund Balances 10,794,861 - 41,537 17,807 10,854,205
Total Liabilities and Fund Balance $10,794,861 1,068,467 813,713 17,807
Amounts reported for governmental activities in
the Statement of Net Assets (A-1) are different
because:
Capital assets used in governmental activities
are not financial resources and therefore are
not reported in the funds. The cost of the
assets is $149,596,909 and the accumulated
depreciation is $61,377,732 88,219,177
Long-term liabilities, including bonds payable, are
not due and payable in the current period and
therefore are not reported as liabilities in the
funds. (see Note 3) (49,299,850)
Accrued Interest (729,449)

Net assets of governmental activities

The accompanying Notes to Financial Statements are an integral part of this statement.

$ 49,044,083
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HOWELL TOWNSHIP SCHOOL DISTRICT 26.

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES

AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS ~ Exhibit B-3

TO THE STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2012

Total Net Change in Fund Balances - Governmental Funds (From B-2) $ 5,335,866

Amounts Reported for Governmental Activities in the Statement of
Activities (A-2) are Different Because:
Capital Outlays are reported in governmental funds as expenditures.
However, in the statement of activities, the cost of those assets is
allocated over their estimated useful lives as depreciation expense.
This is the amount by which capital outlays exceeded depreciation in
the period.
Depreciation Expense (3,245,670)
Capital Outlays 402,552
(2,843,118)

Repayment of bond principal is an expenditure in the governmental funds,
but the repayment reduces long-term liabilities in the statement of net
assets and is not reported in the statement of activities. 5,668,547

Reduction of Debt Service Refunding 3,475,000

In the statement of activities certain operating expenses, compensated
absences are measured by the amount earned during the year. In the
government funds however, expenditures for these items are reported
in the amount of financial resources paid. (225,699)

In the statement of activities, interest on long-term debt in the statement of
activities is accrued, regardless of when due. In the governmental fund,
interest is reported when due. 372,345

Change in Net Assets of Governmental Activities (A-2) $ 11,782,941

The accompanying Notes to Financial Statements are an integral part of this statement.



Assets
Current Assets:
Cash and Cash Equivalents
Accounts Receivable:
State
Federal
Inventory
Total Current Assets

Noncurrent Assets:
Equipment
Accumulated Depreciation
Total Fixed Assets

Total Assets

Net Assets
Investment in Capital Assets
Unrestricted

Total Net Assets

The accompanying Notes to Financial Statements are an integral part of this statement.

HOWELL TOWNSHIP SCHOOL DISTRICT

STATEMENT OF NET ASSETS

PROPRIETARY FUNDS

JUNE 30, 2012

Exhibit B-4

Enterprise
Fund

$

37,100

1,482
31,825
53,780

124,187

1,171,911
(1,104,914)

66,997

$

191,184

66,997
124,187

$

191,184
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HOWELL TOWNSHIP SCHOOL DISTRICT

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET ASSETS

PROPRIETARY FUNDS

JUNE 30, 2012

Operating Revenues:
Daily Sales
Miscellaneous

Total Operating Revenues

Operating Expenses:
Salaries & Benefits
Cost of Sales
Supplies and Materials
Commodities Processing
Depreciation
Uniforms
Office Supplies
Equipment/Repairs
Miscellaneous

Operating Expenses

Operating Gain/(Loss)

Non-Operating Revenues:
State Sources:
State School Lunch Program
Federal Sources:
National School Lunch Program
Breakfast Program
Special Milk Program
Food Distribution Program
Total Non-Operating Revenues

Change in Net Assets
Net Assets - July 1

Net Assets - June 30

The accompanying Notes to Financial Statements are an integral part of this statement.

Exhibit B-§

Enterprise
Fund

$

1,422,061
43,027

1,465,088

905,745
992,124
848
12,268
18,740
5,366
1,825
61,730
22,447

2,021,093

(556,005)

20,768

423,732
19,894
3,489
93,990

561,873

5,868

185,316

191,184
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HOWELL TOWNSHIP SCHOOL DISTRICT

STATEMENT OF CASH FLOWS

PROPRIETARY FUNDS

JUNE 30, 2012

Cash Flows from Operating Activities:
Receipts from Customers
Payments to Employees & Benefits
Payments to Supplies

Net Provided (Used) by Operating Activities

Cash Flows from Noncapital Financing Activities:
State Sources
Federal Sources

Net Cash Provided by Noncapital Financing Activities

Net Increase (Decrease) in Cash and Cash Equivalents
Balance - July 1

Balance - June 30

Reconciliation of Operating Income (Loss) to Net Cash
Provided (Used) by Operating Activities:

Operating Income (Loss)

Depreciation

Federal Commodities

Adjustments to Reconcile Operating Income (Loss)

to Cash Provided (Used) by Operating Activities:

Decrease/(Increase) in Inventory
(Decrease)/Increase in Accounts Payable
Decrease/(Increase) in Accounts Receivable

Net Provided (Used) by Operating Activities

The accompanying Notes to Financial Statements are an integral part of this statement.

29,

Exhibit B-6

Enterprise
Fund

$

1,465,088
(994,712)
(1,039,097)

(568,721)

20,768
447,115

467,883

(100,838)

137,938

37,100

$

(556,005)
18,740
93,990

(14,061)
(106,307)
(5,078)

$

(568,721)




HOWELL TOWNSHIP SCHOOL DISTRICT 30.

STATEMENT OF FIDUCIARY NET ASSETS

FIDUCIARY FUNDS
Exhibit B-7
JUNE 30, 2012
Unemployment
Compensation
Trust
Assets:

Cash and Cash Equivalents $ 435,046
Total Assets $ 435,046
Net Assets:

Reserved - Unemployment Claims $ 435,046
Total Net Assets $ 435,046

The accompanying Notes to Financial Statements are an integral part of this statement.



Additions
Contributions:
Plan Member
2011/2012 Budget
Total Contributions

Deductions
Unemployment Claims

Total Deductions

Change in Net Assets
Net Assets - July 1

Net Assets - June 30

HOWELL TOWNSHIP SCHOOL DISTRICT

STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS

JUNE 30, 2012

Exhibit B-8

Unemployment
Compensation
Trust

$

93,521
100,000

193,521

198,035

198,035

(4,514)
439,560

435,046

The accompanying Notes to Financial Statements are an integral part of this statement.
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NOTES TO FINANCIAL STATEMENTS
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BOARD OF EDUCATION

HOWELL TOWNSHIP SCHOOL DISTRICT

NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2012

NOTE 1: Summary of Significant Accounting Policies

The financial statements of the Board of Education (Board) of the Howell Township
School District (District) have been prepared in conformity with generally accepted accounting
principles (GAAP) as applied to governmental units. The Governmental Accounting Standards
Board (GASB) is the accepted standard-setting body for establishing governmental accounting and
financial reporting principles. The more significant of the Board’s accounting policies are
described below.

A, Reporting Entity:

The Howell Township School District is a Type I district located in the County of
Monmouth, State of New Jersey. Asa Type Il district, the School District functions independently
through a Board of Education. The board is comprised of nine members elected to three-year
terms. The purpose of the district is to educate students in grades K-8. The Howell Township
School District had an approximate enrollment at June 30, 2012 of 6,604 students.

The students Grades 9-12 are educated by the Freehold Regional High School District of
which Howell Township is a member.

The primary criterion for including activities within the District’s reporting entity, as set
forth in Section 2100 of the GASB Codification of Government Accounting and Financial
Reporting Standards, is whether:

o The organization is legally separate (can sue or be sued in their own name)

e The District holds the corporate powers of the organization

e The District appoints a voting majority of the organization’s board

e The District is able to impose its will on the organization

e The organization has the potential to impose a financial/benefit/burden on the District
e There is a fiscal dependency by the organization on the District

B. Government-Wide Financial Statements

The government-wide financial statements include the statement of net assets and the
statement of activities. These statements report financial information for the District as a whole
excluding fiduciary activities such as student activities. Individual funds are not displayed but the
statements distinguish governmental activities, generally supported by state and federal aid, tuition
and county tax levies, from business-type activities generally financed in whole or in part with fees
charged to external parties.



NOTE 1: Summary of Significant Accounting Policies (Continued)

B. Government-Wide Financial Statements (Continued)

The statement of activities reports the expenses of a given function offset by program
revenues directly connected with the functional program. A function is an assembly of similar
activities and may include portions of a fund or summarize more than one fund to capture the
expenses and program revenues associated with a distinct functional activity. Program revenues
include (1) charges for services which report fees and other charges to users of the District’s
services and (2) operating grants and contributions. These revenues are subject to externally
imposed restrictions to these program uses. Tax levies and other revenue sources not properly
included with program revenues are reported as general revenues.

Fund Financial Statements

Fund financial statements are provided for governmental, proprietary and fiduciary funds.
The New Jersey Department of Education (the “Department™) has elected to require New Jersey
districts to treat each governmental fund as a major fund in accordance with the option noted in
GASB No. 34, paragraph 76. The Department believes that the presentation of all funds as major
1s important for public interest and to promote consistency among district financial reporting
models.

C. Measurement Focus, Basis of Accounting and Financial Statement
Presentation

The financial statements of the District are prepared in accordance with generally accepted
accounting principles (GAAP). The District’s reporting entity applies all relevant Governmental
Accounting Standards Board (GASB) pronouncements. The government-wide and proprietary
fund financial statements apply Financial Accounting Standards Board (FASB) pronouncements
and Accounting Principles Board (APB) opinions issued on or before November 30, 1989, unless
those pronouncements conflict with or contradict GASB pronouncements, in which case, GASB
prevails.

The government-wide statements report using the economic resources measurement focus
and the accrual basis of accounting generally including the reclassification or elimination of
internal activity (between or within funds). Proprietary and fiduciary fund financial statements
also report using this same focus and basis of accounting although internal activity is not
eliminated in these statements. Revenues are recorded when earned and expenses are recorded
when a liability is incurred regardless of the timing of related cash flows. County tax revenues are
recognized in the year for which they are levied while grants are recognized when grantor eligibility
requirements are met. The Unemployment Trust Fund recognizes employer and employee
contributions in the period in which contributions are due.

Governmental fund financial statements report using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized when
they are both measurable and available. Available means collectible within the current period or
soon enough thereafter to apply current liabilities. The District considers revenues to be available
if they are collected within 60 days of the end of the fiscal year. Expenditures are recorded when
the related fund liability is incurred, except for long-term pension and compensated absences,
which are reported as expenditures in the year due.
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NOTE 1. Summary of Significant Accounting Policies (Continued)

C. Measurement Focus, Basis of Accounting and Financial Statement Presentation

(Continued)

Major revenue sources susceptible to accrual includes Intergovernmental revenues, and the
county tax levy. In general, other revenues are recognized when cash is received.

Operating income reported in proprietary fund financial statements includes revenues and
expenses related to the primary continuing operations of the fund. Principal operating revenues for
proprietary funds are charges to customers for food sales and for services provided to other
governmental entities. Principles operating expenses are the costs of providing goods or services
and include administrative expenses and depreciation of capital assets. Other revenues and
expenses are classified as non-operating in the financial statements.

D. Fund Accounting:

The accounts of the District are maintained in accordance with the principles of fund
accounting to ensure observance of limitations and restrictions on the resources available. The
principles of fund accounting require that resources be classified for accounting and reporting
purposes into funds or account groups in accordance with activities or objectives specified for the
resources. Each fund is a separate accounting entity with a self-balancing set of accounts. An
account group, on the other hand, is a financial reporting device designed to provide accountability
for certain assets and liabilities that are not recorded in the funds because they do not directly
affect net expendable available financial resources. Funds are classified into three categories:
governmental, proprietary and fiduciary. Each category, in turn, is divided into separate “fund

types”.

Governmental Fund Types

General Fund: The general fund is the general operating fund of the District and is used
to account for all expendable financial resources except those required to be accounted
for in another fund.

Special Revenue Fund: The District accounts for the proceeds of specific revenue
sources (other than expendable trust or major capital projects) that are legally restricted
to expenditures for specified purposes in the special revenue funds.

Capital Projects Fund: the capital projects fund is used to account for all financial
resources to be used for the acquisition or construction of major capital facilities (other
than those financed by proprietary funds).

Debt Services Fund: The debt service fund is used to account for the accumulation of
resources for, and the payment of principal and interest on bonds issued to finance major
property acquisition, construction and improvement programs.

Proprietary Fund Type

Enterprise Fund: To account for operations that are financed and operated in a manner
similar to private business enterprises, in which the intent of the District is that the costs
of providing goods or services to the District on a continuing basis be financed or
recovered primarily through user charges.
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NOTE 1: Summary of Significant Accounting Policies (Continued)

D. Fund Accounting (Continued):

Fiduciary Fund Types

Trust and Agency Funds: The trust and agency funds are used to account for assets held
by the District on behalf of outside parties, including other governments, or on behalf of
other funds within the District.

Unemployment Compensation Trust Fund: The trust fund is used to account for assets
held under the terms of a formal trust agreement. The District reimburses the costs of
unemployment benefits paid by the New Jersey Department of Labor.

Agency Funds (Payroll and Student Activities Fund): Agency funds are used to account
for the assets that the District holds on behalf of others as their agent. Agency funds are
custodial in nature and do not involve measurement of results of operations.

E. Budgets/Budgetary Control:

Annual appropriated budgets are prepared in the spring of each year for the general,
special revenue, and debt service funds. The budgets are submitted to the County office and are
voted upon at the annual school election on the third Tuesday in April. Budgets are prepared using
the modified accrual basis of accounting; the legal level of budgetary control is established at line
item accounts within each fund. Line item accounts are defined as the lowest (most specific) level
of detail as established pursuant to the minimum chart of accounts referenced in N.J. A.C. 6A:23-
2.2(g)1. All budget amendments must be approved by School Board resolution. Budget
amendments during the year ended June 30, 2012 were insignificant.

The Public School Education Act of 1975, limits the annual increase of any district’s net
current expense budget. The Commissioner of Education certifies the allowable amount for each
district but may grant a higher level of increase if he determines that the sums so provided would
be nsufficient to meet the identified goals and needs of the district or that an anticipated enrollment
increase requires additional funds.

The Commissioner must also review every proposed local school district budget for the
next school year. He examines every item of appropriations for current expenses and budgeted
capital outlay to determine their adequacy in relation to the identified needs and goals of the
district. If, in his view, they are insufficient, the Commissioner must order remedial action. If
necessary, he is authorized to order changes in the local district budget.

Once a budget is approved, it can be amended by transfers or additional appropriation of
fund balances by approval of a majority of the members of the Board. Amendments are presented
to the Board at their regular meetings. Each amendment must have Board approval. Such
amendments are made before the fact, are reflected in the official minutes of the Board, and are not
made after fiscal year-end as dictated by law. Individual transfers were not material in relation to
the original appropriations. All uncommitted budget appropriations lapse at year-end.
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NOTE 1: Summary of Significant Accounting Policies (Continued)

E. Budgets/Budgetary Control (Continued):

Formal budgetary integration into the accounting system is employed as a management
control device during the year. For governmental funds there are no substantial differences
between the budgetary basis of accounting and generally accepted accounting principles with the
exception of the special revenue fund as noted below. Encumbrance accounting is also employed
as an extension of formal budgetary integration in the governmental fund types. Unencumbered
appropriations lapse at fiscal year end.

The following presents a reconciliation of the general fund revenues and special revenue
fund revenues and expenditures from the budgetary basis of accounting as presented in the
Combined Statement of Revenues, Expenditures and Changes in Fund Balances — Budget and
Actual - General, Special Revenues and Debt Service Funds to the GAAP basis of accounting as
presented in the Combined Statement of Revenues, Expenditures and Changes in Fund Balances —
All Governmental Fund Types. Note that the District does not report encumbrances outstanding at
year end as expenditures in the general fund since the general fund budget follows modified accrual
basis with the exception of the revenue recognition policy for the last state aid payment.

F. Encumbrances:

Under encumbrance accounting purchase orders, contracts and other commitments for the
expenditure of resources are recorded to reserve a portion of the applicable appropriation. Open
encumbrances in governmental funds other than the special revenue fund are reported as
reservations of fund balances at fiscal year end as they do not constitute expenditures or liabilities
but rather commitments related to unperformed contracts for goods and services.

Open encumbrances in the special revenue fund for which the District has received
advances are reflected in the balance sheet as deferred revenues at fiscal year end.

The encumbered appropriation authority carries over into the next fiscal year. An entry
will be made at the beginning of the next fiscal year to increase the appropriation reflected in the

certified budget by the outstanding encumbrance amount as of the current fiscal year end.

G. Short-Term Interfund Receivables/Pavables:

Short-Term interfund receivables/payables represents amounts that are owed, other than
charges for good or services rendered to/from a particular fund in the District and that are due
within one year.

H. Inventories and Prepaid Expenses

Inventories and prepaid expenses, which benefit future periods, are recorded as an
expenditure during the year of purchase. The value of inventories remaining at the end of the fiscal
year is not included on the balance sheet.
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NOTE 1: Summary of Significant Accounting Policies (Continued)

H. Inventories and Prepaid Expenses (Continued)

Enterprise fund inventories are valued at cost, which approximates market, using the first-
in-first-out (FIFO) method. Prepaid expenses in the enterprise fund represent payments made to
vendors for services that will benefit periods beyond June 30, 2012.

1. Capital Assets and Depreciation

The District’s property, buildings and improvements, equipment, vehicles, furniture and
fixtures with useful lives of five years or more are stated at historical or estimated historical cost
and are reported in the government-wide financial statements. Proprictary Fund capital assets are
reported in its respective fund.

The District contracted with an outside service company during the 2003 fiscal year to
provide a report with a comprehensive detail of capital assets and depreciation. The report
included capital assets purchased during the 2002-2003 fiscal year and prior with a historical cost
of $2,000 or more. The records have been updated to June 30, 2012. The costs of normal
maintenance and repairs that do not add to the asset value or materially extend the useful lives are
not capitalized. Capital assets are depreciated using the straight-line method. When capital assets
are disposed, the cost and applicable accumulated depreciation are removed from the respective
accounts. Estimated useful lives, in years, for depreciable assets are as follows:

Buildings and Improvements 20 - 50
Equipment and Vehicles 5-20
Furniture and Fixtures -20

L

Capital asset activity for the year ended June 30, 2012 was as follows:

Balance Balance
July 1, 2011 Additions Retirements  June 30, 2012
Governmental Activities:
Capital Assets That Are
Not Being Depreciated:
Land $ 5.348.018 5.348.018
Total Capital Assets Not
Being Depreciated 5.348.018 5,348.018
Depreciable Assets:
Site Improvements 9,258,037 9,258,037
Buildings 122,234,570 122,234,570
Machinery & Equip. 12,314,159 442,125 12,756,284

Total 143.806,766 442125 144.248.891
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NOTE 1: Summary of Significant Accounting Policies (Continued)
L Capital Assets and Depreciation (Continued)
Balance Balance
July 1, 2011 Additions Retirements  June 30, 2012
Less: Accumulated
Depreciation:
Sites (4,258,795) (393,029) (4,651,824)
Buildings (44,260,022) (2,271,867) (46,531,889)
Machinery& Equip. (9.613.245) (580.774) (10,194.019)
Total Accumulated
Depreciation (58.132.062) (3.245.670) (61.377.732)
Net Depreciable Assets 85.674.704 (2.803.545) 82,871,159

Governmental Activities
Capital Assets (Net)  $91,022,722 (2,803,545) 88,219,177

Depreciations expense was charged to governmental functions as follows:

Unallocated 3.245 670
Balance Balance
July 1, 2011 Additions Retirements  June 30, 2012

Business-Type Activities:

Equipment $1,171,911 1,171,911
Less: Accumulated

Depreciation:

Equipment (1.086.174) (18.740) 1,104,914

Business-Type Capital
Assets (Net) $§ 85,737 (18,740) R 66,997



NOTE 1: Summarv of Significant Accounting Policies (Continued)

J. Compensated Absences

District employees are permitted, within certain limitations, to accrue vacation and sick
leave in varying amounts under the Districts personnel policies and may be paid at a later date
according to contractual agreements.

The liability for vested compensated absences of the governmental fund types is recorded
in the government-wide financial statements as a non-current liability. Governmental funds report
only matured compensated absences payable to currently terminating employees and are included
in wages and benefits payable

K. Deferred Revenue

Deferred revenue in the general and special revenue funds represent cash which has been
received but not yet earned. Deferred revenue in the general fund represents monies received for
fiscal year 2012. See Note 1(F) regarding the special revenue fund.

L. Fund Equity

The governmental fund financial statements report reserved fund balance for amounts not
available for appropriation or legally restricted for specified purposes. The general fund reserve
for restricted purposes includes net assets relating to capital reserve (See Note 9).

NOTE 2: Cash and Cash Equivalents and Investments

Cash and cash equivalents includes petty cash, change funds, amounts in deposits, and
short term investments with original maturities of three months or less.

Investments are stated at cost, which approximates market. The District classifies
certificates of deposit, which have original maturity dates of more than three months but less than
twelve months from the date of purchase, as investments.

Deposits

New Jersey statutes require that school districts deposit public funds in public depositories
located in New Jersey which are insured by the Federal Deposit Insurance Corporation, the Federal
Savings and Loan Insurance Corporation, or by any other agency of the United States that insures
deposits made in public depositories. School districts are also permitted to deposit public funds in
the State of New Jersey Cash Management Fund.

New Jersey statutes require public depositories to maintain collateral for deposits of public
funds that exceed depository insurance limits as follows:

The market value of the collateral must equal at least 5% of the average
daily balance of collected public funds on deposit.

In addition to the above collateral requirement, if the public funds deposited exceed 75% of
the capital funds of the depository, the depository must provide collateral having a market value at
least equal to 100% of the amount exceeding 75%.

39.



NOTE 2: Cash and Cash Equivalents and Investments (Continued)

Deposits

All collateral must be deposited with the Federal Reserve Bank of New York, the Federal
Reserve Bank of Philadelphia, the Federal Home Loan Bank of New York, or a banking institution
that is a member of the Federal Reserve System and has capital funds of not less than
$25,000.000.

Investments
New Jersey statutes permit the District to purchase the following types of securities:

a. Bonds or other obligations of the United States or obligations
guaranteed by the United States.

b. Bonds of any Federal Intermediate Credit Bank, Federal Home
Loan Bank, Federal National Mortgage Agency or any United
States Bank for cooperatives which have a maturity date not greater
than twelve months from the date of purchase.

c. Bonds or other obligations of the school district.

As of June 30, 2012, cash and cash equivalents and investments of the District consisted of
the following:

Cash and Cash

Equivalents
Checking and Money Market Accounts $ 9,757,466

The carrying amount of the District’s cash and cash equivalents at June 30, 2012 was
$9,757,466 and the bank balance was $12,060,118. Of the bank balance, $250,000 was covered
by federal depository insurance and $11,810,118 was covered by a collateral pool maintained by
the banks as required by New Jersey statutes.

Credit Risk Categories

All bank deposits and investments as of the balance sheet date are classified as to credit
risk by the following categories described below:

Bank Balance
June 30, 2012 June 30, 2011

Depository Account

Insured:
FDIC $ 250,000 300,000
GUDPA 11,810,118 5,869,847
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NOTE 2: Cash and Cash Equivalents and Investments (Continued)

Custodial Credit Risk — Deposits

Custodial credit risk is the risk that, in the event of a bank failure, the government’s
deposits may not be returned to it. The District does not have a formal policy for custodial credit
risk.

The District had no uninsured deposits.

As of December 31, 2012 the District did not hold any long-term investments.

NOTE 3: General Long-Term Debt

During the fiscal year ended June 30, 2012, the following changes occurred in liabilities
reported in the general long-term debt account group:

Balance Balance Long-Term  2012-13

June 30,2011 Additions Deletions June 30,2012  Portion Payment

Compensated Absences

Payable $ 2,660,671 225,699 2,886,370 2,886,370
Capital Leases Payable 2,182,873 676,458 781,287 2,078,044 1,227,292 850,752
Installment Obligation 12,132 6,066 6,060 6,066
Bonds Payable 53.466.852 9.137.482 44,329,370 41.108.804 3,220.566

$ 58,322,528 902,157 9,924,835 49,299.850 45222466 4.077.384

A. Bonds Pavable

Bonds are authorized in accordance with State law by the voters of the municipality
through referendums. All bonds are retired in serial installments within the statutory period of
usefulness. Bonds issued by the Board are of general obligation bonds.

Date of Interest Balance

School Issue Rate June 30, 2012
Small Project 08-18-93 1.50% § 35919
Small Project 08-18-93 5.29% 148,451
Middle School (Refunded) 01-07-98 3.75% to 4.80% 1,560,000
Construction of 3 Schools 07-19-02 3.20%1t0 5.25% 18,200,000
ERIP (Refunded) 02-19-03 2.00%t0 5.875% 2,545,000
Pension Series 2005 03-08-05 3.70%t0 5.35% 13,015,000
Construction of 3 Schools

(Refunded) 07-15-19 3.60%1t0 5.25% 8.825.000

$44,329,370
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NOTE 3: General Long-Term Debt (Continued)

A. Bonds Pavable (Continued)

42,

Maturity Schedule

Principal Interest Total
Year Ending June 30,

2013 § 3,220,566 1,763,473 4,984,039
2014 4,573,804 1,589,277 6,163,081
2015 4,630,000 1,429,208 6,059,208
2016 4,800,000 1,250,585 6,050,585
2017 5,005,000 1,053,343 6,058,343
2018-2022 19,770,000 2,483,032 22,253,032
2023-2027 2,270,000 98,404 2,368,404
2028 60.000 1.452 61,452
$ 44,329,370 9,668,774 53,998,144

B. Capital Leases

2010 various equipment @ 2.91% interest for 5 years maturing 9/17/14 with a balance of

$956,494 at June 30, 2012.

2011 Zerox (@ 3.94% interest for 5 years maturing 7/15/16 with a balance of $279,234 at

June 30, 2012.

2008 equipment lease @ 0% interest for 5 years maturing 7/15/12 with a balance of

$306,870 at June 30, 2012.

2007 equipment lease @ 3.986% interest for 5 years maturing 9/30/12 with a balance of

$138,222 at June 30, 2012.

2012 Zerox @ 4.15% interest for 5 years maturing 7/15/17 with a balance of $397,224 at

June 30, 2012.

Future Minimum Lease Pavments

2012-2013 $ 850,752
2013-2014 489,409
2014-2015 489,409
2015-2016 151,877
2016-2017 151,877
2017-2018 89,261
2,222,585
Less: Interest (144.541)
Lease Payments $2,078,044

Installment Obligations

Underground storage tank @ no interest dated 8/15/02 for 10 years maturing 11/1/2012

with a balance of $6,066 at June 30, 2012.



NOTE 3: General Long-Term Debt (Continued)

B. Capital Leases (Continued)

Maturity Schedule

Principal
2012-2013 $ 6,066

NOTE 4: Pension Plans

Description _of Plans — All required employees of the District are covered by either the
Public Employees’ Retirement System or the Teachers” Pension and Annuity Fund which have
been established by state statute and are administered by the New Jersey Division of Pension and
Benefits (Division). According to the State of New Jersey Administrative Code, all obligations of
both Systems will be assumed by the State of New Jersey should the Systems terminate. The
Division issues a publicly available financial report that includes the financial statements and
required supplementary information for the Public Employees Retirement System and the
Teacher’s Pension and Annuity Fund. These reports may be obtained by writing to the Division of
Pensions and Benefits, PO Box 295, Trenton, New Jersey, 08625,

Teachers’ Pension and Annuity Fund (TPAF) - The Teachers’ Pension and Annuity
Fund was established as of January 1, 1955, under the provisions of N.J.S.A. 18A:66 to provide
retirement benefits, death, disability and medical benefits to certain gualified members. The
Teachers’ Pension and Annuity Fund is considered a cost-sharing multiple-employer plan with a
special funding situation, as under current statute, all employer contributions are made by the State
of New Jersey on behalf of the District and the system’s other related non-contributing employers.
Membership is mandatory for substantially all teachers or members of the professional staff
certified by the State Board of Examiners, and employees of the Department of Education who
have titles that are unclassified, professional and certified.

Public Emplovees’ Retirement System (PERS) — The Public Employees’ Retirement
System (PERS) was established as of January 1, 1955 under the provisions of N.J.S.A. 43:15A to
provide retirement, death, disability and medical benefits to certain qualified members. The Public
Employees Retirement System is a cost-sharing multiple-employer plan. Membership is
mandatory for substantially all full-time employees of the State of New Jersey or any county,
municipality, school district, or public agency, provided the employee is not required to be a
member of another state-administered retirement system or other state or local jurisdiction.
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NOTE 4: Pension Plans (Continued)

Vesting and Benefit Provisions — The vesting and benefit provisions for PERS are set by
N.J.S.A. 43:15A and 43.3B, and N.J.S.A. 18A:6C for TPAF. All benefits vest after eight to ten
years of service, except for medical benefits that vest after 25 years of service. Retirement benefits
for age and service are available at age 60 and are generally determined to be 1/60 of the final
average salary for each year of service credit, as defined. Final average salary equals the average
salary for the final three vears of service prior to retirement (or highest three years’ compensation
if other than the final three years). Members may seek early retirement after achieving 25 years of
service credit or they may elect deferred retirement after achieving eight to ten years of service in
which case benefits would begin the first day of the month after the member attains normal
retirement age. The TPAF and PERS provide for specified medical benefits for members who
retire after achieving 25 years of qualified service, as defined, or under the disability provision of
the System.

Members are always fully vested for their own contributions and, after three years of
service credit, become vested for 2% of related interest earned on the contribution. In the case of
death before retirement, members” beneficiaries are entitled to full interest credited to the members’
accounts.

Significant Legislation - During the year ended June 30, 1997, legislation was enacted
Chapter 114, P.L. 1997) authorizing the New Jersey Economic Development Authority to issue
bonds, notes or other obligations for the purpose of financing, in full or in part, the State of New
Jersey’s portion of the unfunded accrued liability under the State of New Jersey retirement systems.
Additional legislation enacted during the year ended June 30, 1997 (Chapter 115, P.L. 1997),
changed the asset valuation method from market related value to full-market value. This legislation
also contains a provision to reduce the employee contribution rate by ¥z of 1% to 4.5% for calendar
years 1998 and 1999, and to allow for a reduction in the employee’s rate after calendar year 1999,
providing excess valuation assets are available. The legislation also provided that the Districts’
normal contributions to the Fund may be reduced based on the revaluation of assets. Due to
recognition of the bond proceeds and the change in asset valuation method as a result of enactment
of Chapters 114 and 115, all unfunded accrued liabilities were eliminated, except for the unfunded
liability for local early retirement incentive benefits, accordingly, the pension costs for TPAF and
PERS were reduced.

Funding Policy — The contribution policy is set by New Jersey State Statutes and
contributions are required by active members and contributing employers. Plan member and
employer contributions may be amended by State of New Jersey legislation. TPAF and PERS
provide for employee contributions of 5% of employees” annual compensation, as defined.
Employers are required to contribute at an actuarially determined rate in both TPAF and PERS.
The actuarially determined contribution includes funding for cost-of-living adjustments,
noncontributory death benefits, and post-retirement medical premiums. Under current statute the
District is a non-contributing employer of the TPAF.

Legislation enacted during 1993 provides early retirement incentives for certain members
of TPAF and PERS who met certain age and service requirements and who applied for retirement
between certain dates in the 1994 fiscal year. The early retirement incentives included: (a) an
additional five years of service credit for employees at least age 50 with a minimum of 25 years of
service; (b) free health benefits for employees at least 60 years old with at least 20 years of
service; and (c) an additional $500 per month for two years for employees at least age 60 with 10
years but less than 20 years of service. The Board will assume the increased cost for the early
retirement as it affects their districts.
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NOTE 4: Pension Plans (Continued)

During the year ended June 30, 2012, the State of New Jersey contributed $4,522,023 to
the TPAF for post-retirement medical benefits on behalf of the District. Also, in accordance with
N.J.S.A. 18A:66-66 the State of New Jersey reimbursed the District $3,392,900 during the year
ended June 30, 2012 for the employer’s share of social security contributions for TPAF members
as calculated on their base salaries. These amounts have been included in the general-purpose
financial statements, and the combining and individual fund and account group statements and
schedules as revenues and expenditure in accordance with GASB 24.

Three-Year Trend Information for PERS

Annual Percentage Net
Year Pension of APC Pension
Funding Cost (APC) Contributed Obligation
6/30/12 $ 1,701,647 100% $0
6/30/11 1,599,263 100% 0
6/30/10 1,819,127 100% 0

Three-Year Trend Information for TPAF (Paid On-Behalf of the District)

Annual Percentage Net
Year Pension of APC Pension
Funding Cost (APC) Contributed Obligation
6/30/12 $ 4,522,023 1060% $0
6/30/11 3,243,456 100% 0
6/30/10 3,137,899 100% 0
NOTE 5: Post-Retirement Benefits

P.L. 1987, c. 384 and P.L. 1990, ¢.6 required Teachers’ Pensions and Annuity Fund
(TPAF) and the Public Employees’ Retirement System (PERS), respectively, to fund post-
retirement medical benefits for those State employees who retire after accumulating 25 years of
credited service or on a disability retirement. P.L. 2007, ¢. 103 amended the law to eliminate the
funding of post-retirement medical benefits through the TPAF and PERS. It created separate
funds outside of the pension plans for the funding and payment of post-retirement medical benefits
for retired State employees and retired educational employees. As of June 30, 2011, there were
93,323 retirees eligible for post-retirement medical benefits. The cost of these benefits is funded
through contributions by the State in accordance with P.L. 1994, ¢.62. Funding of post-retirement
medical premiums changed from a prefunding basis to a pay-as-you-go basis beginning in Fiscal
Year 1994,

The State is also responsible for the cost attributable to P.L. 1992 ¢. 126, which provides
free health benefits to members of PERS and the Alternate Benefit Program who retired from a
board of education or county college with 25 years of service. The State paid $144 million toward
Chapter 126 benefits for 15,709 eligible retired members in Fiscal Year 2011.
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NOTE 6: Compensated Absences

The District accounts for compensated absences {(e.g., unused vacation, sick leave) as
directed by Governmental Accounting Standards Board Statement No. 16 (GASB 16),
“Accounting for Compensated Absences”. A lability for compensated absences attributable to
services already rendered and not contingent on a specific event that is outside the control of the
employer and employee is accrued as employees earn the right to the benefits.

District employees are granted varying amounts of vacation and sick leave in accordance
with the District’s personnel policy. Upon termination, employees are paid for accrued vacation.
The District’s policy permits employees to accumulate unused sick leave and carry forward the full
amount to subsequent years. Upon retirement employees shall be paid by the District for the
unused sick leave in accordance with the District’s agreements with the various employee unions.

In the district-wide Statement of Net Assets, the liabilities whose average maturities are

greater than one year should be reported in two components — the amount due within one year and
the amount due in more than one year.

NOTE 7: Capital Reserve Account

A capital reserve account was established by the Township of Howell Board of Education
by incluston of $1 for the accumulation of funds for use as capital outlay expenditures in
subsequent fiscal years. The capital reserve account is maintained in the general fund and its
activity is included in the general fund annual budget.

Funds placed in the capital reserve account are restricted to capital projects in the district’s
approved Long Range Facilities Plan (LRFP). Upon submission of the LRFP to the department, a
district may increase the balance in the capital reserve by appropriating funds in the annual general
fund budget certified for taxes. A district may also appropriate additional amounts when the
express approval of the voters has been obtained either by a separate proposal at budget time or by
a special question at one of the four special elections authorized pursuant to N.J.S.4. 19:60-2.
Pursuant to N.JA.C. 6:23A-5.1(d) 7, the balance in the account cannot at any time exceed the
local support costs of uncompleted capital projects in its approved LRFP.

The activity of the capital reserve for the July 1, 2011 to June 30, 2012 fiscal year is as
follows:

el
—_—

Beginning Balance July 1, 2011

Ending Balance June 30, 2012

=

NOTE 8: Inventory

Inventory in the Food Service Fund at June 30, 2012 consisted of the following:

Food $ 30,363
Supplies 23.417

$ 53,780
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NOTE §8: Inventory (Continued)

The value of Federal donated commodities as reflected on Schedule A (required by the
Single Audit Law of 1984) is the difference between market value and cost of the commodities at
the date of purchase and has been included as an item of nonoperating revenue in the financial
statements.

NOTE 9: Fund Balance Appropriated

General Fund - Of the $13,948,394 General Fund fund balance at June 30, 2012,
$5,847,746 1s reserved for encumbrances; $1 is Capital Reserve; $3,503,765 has been
appropriated and also included as anticipated revenue for the year ending June 30, 2013;
$2,549,317 is excess surplus; and $2,047,565 is unreserved and undesignated.

NOTE 10: Calculation of Excess Surplus

In accordance with N.J.S.A. 18 A:7F-7, the designation for Reserved Fund Balance -
Excess Surplus is a required calculation pursuant to the New Jersey Comprehensive Educational
Improvement and Financing Act of 1996 (CEIFA). New Jersey school districts are required to
reserve General Fund fund balance at the fiscal year end of June 30 if they did not appropriate a
required minimum amount as budgeted fund balance in their subsequent years” budget. There was
an excess fund balance at June 30, 2012 of $2,549,317.

NOTE 11: Contingent Liabilities

The Board 1s mvolved in several claims and lawsuits incidental to its operations. In the
opinion of the administration and legal counsel, the ultimate resolution of these matters will not
have a material adverse effect of the financial position of the District.

NOTE 12: Tuition Adjustments

Regulations specify that tuition adjustments for any given school year shall be
remitted/received in the two following years after the tuition rate is certified. These adjustments
have not been reflected on the June 30, 2012 financial statements.

NOTE 13: Economic Dependency

The District receives a substantial amount of its support from federal and state
governments. A significant reduction in the level of support, if this were to occur, may have an
effect on the District’s programs and activities.

NOTE 14: Risk Management

The District is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural disasters.



NOTE 14: Risk Management (Continued)

Property and Liability Insurance — The District maintains commercial insurance
coverage for property, liability, student accident and surety bonds. A complete schedule of
insurance coverage can be found in the Statistical Section of this Comprehensive Annual Financial
Report.

New Jersey Unemployment Compensation Insurance — The District elected to fund its
New Jersey Unemployment Compensation Insurance under the “Benefit Reimbursement Method”.
Under this plan, the District is required to reimburse the New Jersey Unemployment Trust Fund for
benefits paid to its former employees and charged to its account with the State. The District is
billed quarterly for amounts due to the State. The following is a summary of District
contributions, employee contributions, reimbursements to the State for benefits paid and the ending
balance of the District’s expendable trust fund for the current and previous two years:

Employer Employee
Fiscal Year Contributions Contributions Reimbursed Balance
2011-2012 100,000 93,521 198,035 435,046
2010-2011 156 571,515 452,974 439,560
2009-2010 146 535,476 264,144 320,863

NOTE 15; Refunding Bonds

Refunding bonds were sold on July 19, 2002 for $13,435,000 to refund principal and
interest on the 1997 Middle School bonds leaving an aggregate principal amount of $4,115,000
Series 1997 Bonds which will be fully amortized on July 15, 2007. This issue is fully insured by
AMBAC Guaranty Insurance Company. The issuing funds have been deposited in an escrow
deposit trust fund to defease all the callable bonds on July 15, 2007.

Refunding bonds were sold on March 8, 2005 for $19,080,000. The Boards unfunded
accrued liability in the PERS and TPAF systems under ERI pension fund liabilities.

The bonds maturing prior to July 15, 2016 are not subject to redemption prior to their
stated maturities. The bonds of this issue maturing on or after July 15, 2016 are subject to
redemption prior to their stated maturity at the option of the Board, in whole or in part, on any
date, on or after July 15, 2015 upon notice as required herein at 100% of the principal amount (the
“Redemption Price™), plus in each case accrued interest to the date fixed for redemption.

Refunding revenue bonds were sold on March 13, 2006 for $5,008,000 for restructuring
purposes.

Refunding bonds were issued dated 12/29/11 for $2,375,000 to refund a portion of its
2003 refunding bonds and refunding bonds were issued dated 5/22/12 to refund a portion of its
2002 refunding bonds in the amount of $8,825,000, both issues sold to the Monmouth County
Improvement Authority.
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NOTE 16: Contingent Liabilities
The Board is involved in several claims and lawsuits incidental to its operations. In the

opinion of the administration and legal counsel, the ultimate resolution of these matters will not
have a material adverse effect of the financial position of the District.

NOTE 17: Equity Balance
At June 30, 2012 the General Fund equity balance was as follows:

Restricted Fund Balances:

Excess Surplus — Current Year $ 2,549,317
Committed Fund Balance:
Capital Reserve 1
Excess Surplus — Designated for Subsequent Years Expenditures 772,620
Assigned Fund Balances:
Designated for Subsequent Years Expenditures 2,731,145
Year-End Encumbrances 5,847,746
Unassigned Fund Balance 2.047.565
$ 13,948,394

2% Calculation of Excess Surplus

2011-12 Total General Fund Expenditures Per the CAFR $ 101,805,502
Decreased by:

On-Behalf TPAF Pension & Social Security (71.914.923)
Adjusted 2011-12 General Fund Expenditures $ 93,890,579
2% of Adjusted 2011-12 General Fund Expenditures $ 1,877,812
Enter Greater of Above or $250,000 $ 1,877,812
Increased by Allowable Adjustment 169,753
Maximum Unassigned Fund Balance $ 2,047,565
Section 2
Total General Fund — Fund Balance @ 6-30-12 $ 13,948,394
Decreased by:

Reserved by Encumbrances (5,847,746)

Designated for Subsequent Year’s Expenditures (2,731,145)

Designated for Subsequent Year’s Expenditures — Excess Surplus (772,620)

Other Reserves @)
Total Unassigned Fund Balance $4,596,882

Reserved Fund Balance — Excess Surplus $2,549,317



NOTE 17: Equity Balance (Continued)

Section 3
Reserved Fund Balance — Excess Surplus Designated for

Subsequent Expenditures $ 772,620
Reserved Fund Balance — Excess Surplus 2.549.317

$3.321,937

Detail of Allowable Adjustments
Non Public Transportation $ 31,158
Extraordinary Aid 138,595
Total Adjustments $ 169,753
Detail of Other Reserved Fund Balances
Capital Reserve 51

NOTE 18: Sienificant Account Pronouncements

In June 2009, the FASB issued FASB ASC 105, Generally Accepted Accounting
Principles, which establishes the FASB Accounting Standards Codification as the sole source of
authoritative generally accepted accounting principles. Pursuant to the provisions of FASB ASC
105, the District has updated references to GAAP in its financial statements issued for the period
ended June 30, 2012. The adoption of FASB ASC 105 did not impact the District’s financial
position or results of operations.

In May 2009, the FASB updated ASC 855, Subsequent Events, which is effective for
reporting periods ending after June 15, 2009. ASC 855 establishes general standards of accounting
for and disclosure of events that occur after the balance sheet date, but before the financial
statements are issued, or are available to be issued. The District adopted the amended sections of
ASC 855 and it did not have an impact on the District’s financial statements. The District
evaluated all events or transactions that occurred after June 30, 2012 through October 11, 2012.

NOTE 19: Payroll Account

The Board of Education’s pay periods are the 15" and 30" of each month. The bank
statements are issued on the 10™ of each month to avoid large amounts of outstanding checks
which would be generated if the statement date was the last day of each month. The reconciliation
at year-end is at July 10™ and the majority of the balance consists of $497,000 which is the deposit
for the July 15" period pay.
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HOWELL TOWNSHIP SCHOOL DISTRICT

BUDGETARY COMPARISON SCHEDULE - GENERAL FUND

FEDERAL EDUCATION JOBS FUND

FOR THE FISCAL YEAR ENDED JUNE 30, 2012

Adjusted
Budget Expended
Health Benefits:
18-000-291-270 $ 1,185,607 1,185,607

Total Education Jobs $ 1,185,607 1,185,607

64.

Exhibit C-1b

Funds
Available
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NOTES TO REQUIRED SUPPLEMENTARY INFORMATION



Sources/Inflows of Resources

HOWELL TOWNSHIP SCHOOL DISTRICT

REQUIRED SUPPLEMENTARY INFORMATION

BUDGET TO GAAP RECONCILIATION

NOTE TO RSI

FOR THE FISCAL YEAR ENDED JUNE 30, 2012

General
Fund

Actual amounts (budgetary) "revenues” from the
budgetary comparison schedules $ 107,252,496

Difference - budget to GAAP:

Grant accounting budgetary basis differs from
GAAP in that encumbrances are recognized as
expenditures, and the related revenue is recognized.

State aid payment recognized for GAAP statements in
the current year, previously recognized for budgetary

purposes.

2,945,020

State aid payment recognized for budgetary purposes,
not recognized for GAAP statements until the

subsequent year.

(3,153,533)

Total revenues as reported on the statement of revenues,
expenditures and changes in fund balances -

governmental funds.

Uses/Outflows of Resources

$ 107,043,983

Actual amounts (budgetary basis) "total outflows" from
the budgetary comparison schedule $ 101,805,502

Differences - budget to GAAP:

Encumbrances for supplies and equipment ordered
but not received are reported in the year the order is
placed for budgetary purposes, but in the year the

supplies are received for financial reporting purposes.

Total expenditures as reported on the statement of
revenues, expenditures, and changes in fund balances -

governmental funds.

&

101,805,502

66.

Exhibit C-3

Special
Revenue
Fund

2,399,653

391,534

2,791,187

2,399,653

391,534

2,791,187



OTHER SUPPLEMENTARY INFORMATION



SCHOOL LEVEL SCHEDULES -D

N/A



SPECIAL REVENUE FUND -E
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69.
HOWELL TOWNSHIP SCHOOL DISTRICT

CAPITAL PROJECTS FUND

Exhibit F-1
SUMMARY SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCE - BUDGETARY BASIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2012
Fund Balance - Beginning $ 41,537

Fund Balance - Ending $ 41,537




PROPRIETARY FUNDS - G

N/A
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HOWELL TOWNSHIP SCHOOL DISTRICT

COMBINING STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS

JUNE 30, 2012 Exhibit H-2
Unemployment
Compensation
Trust Total
Additions:

2011/2012 Budget $ 100,000 100,000

Payroll Deductions and Withholdings 93,521 93,521
Total Additions 193,521 193,521
Deductions:

Unemployment Claims 198,035 198,035
Total Deductions 198,035 198,035
Change in Net Assets 4,514) 4,514
Net Assets, June 30, 2011 439,560 439,560

Net Assets, June 30, 2012 $ 435,046 435,046




HOWELL TOWNSHIP SCHOOL DISTRICT Exhibit H-3
STUDENT ACTIVITY AGENCY FUND
SCHEDULE OF RECEIPTS AND DISBURSEMENTS
JUNE 30, 2012
Balance Cash Cash Balance
July 1, 2011 Receipts Disbursements June 30, 2012
Total Schools $ 161,224 272,836 264,183 169,877

72.



HOWELL TOWNSHIP SCHOOL DISTRICT

Assets:
Cash and Cash Equivalents

Total Assets

Liabilities:
Payroll Deductions and Withholdings

PAYROLL AGENCY FUND .
Exhibit H-4
SCHEDULE OF RECEIPTS AND DISBURSEMENTS
JUNE 30, 2012
Balance Balance
July 1, 2011 Additions Deletions June 30, 2012
$ 31,530 30,537,404 30,058,915 510,019
$ 31.530 30,537,404 30,058,915 510,019
$ 31,530 30,537,404 30,058,915 510,019
$ 31,530 30,537,404 30,058,915 510,019

Total Liabilities
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HOWELL TOWNSHIP SCHOOL DISTRICT

INSURANCE SCHEDULE

FOR THE FISCAL YEAR ENDED JUNE 30, 2012

UNAUDITED

J-20

Company Type of Coverage Coverage Deductible

Utica National Property Blanket Building & Contents-

Replacement Cost Values $ 197,907,598 $ 1,000

-Additional Valuable Papers $ 100,000 $ 2,500
Utica National Umbrella Excess Liability

-Each Occurrence $ 20,000,000 $ -

Aggregate Limit of Liability $ 20,000,000

General Liability Each Occurrence $ 1,000,000 $ -

Aggregate Limit of Liability $ 3,000,000
Utica National Automotive Coverage

-Combined Single Limit $ 1,000,000 $ -

-Hired/Non-Owned $ 1,000,000 3 -

-Uninsured & Underinsured $ 1,000,000 $ -
Chubb Insurance Group  Inland Marine

-Electronic Data Processing Equipment $ 4,000,000 $ 1,000
Utica National Crime Coverage

-Blanket Employee coverage $ 350,000 $ 500

-Money & Securities On Premises $ 25,000 $ 500

Money & Securities Off Premises $ 25,000 $ 500

Forgery or Alteration $ 100,000 $ 500
Utica National Boiler & Machinery Coverage Included -
Utica National Board of Education

-Educators Legal Liabilitiy

Each Loss $ 1,000,000 $ 5,000
Aggregate $ 2,000,000 $ -

Utica National Fidelity Bonds

-Treasurer of School Monies $ 500,000

-Business Administrator/Board Secretary $ 50,000

Brown & Brown

Source: District Records

Workers' Compensation
-Professional - 56,319,396
-Non-Professional - 6,961,000
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SINGLE AUDIT SECTION
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CERTIFIED PUBLIC ACCOUNTANTS

Telecopier:

ARMOUR S. HULSART, C.PA, RM.A, PS.A (1959-1992) (732) 280-8888 2807 Hurley Pond Road - Suite 100

AROBERT A. HULSART, C.RA, RM.A, PS.A PO. Box 1409

ROBERT A. HULSART, JR,C.PA, P.S.A. e-mail: Wall, New Jersey 07719-1409
rah@ monmouth.com {732} 681-4980

RICHARD J. HELLENBRECHT, JR, C.PA, PSS A

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT

OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE

WITH GOVERNMENT AUDITING STANDARDS (NO MATERIAL

WEAKNESSES IDENTIFIED, NO SIGNIFICANT DEFICIENCIES IDENTIFIED,

NO REPORTABLE INSTANCES OF NONCOMPLIANCE OR

OTHER MATTERS IDENTIFIED

K-1

Honorable President and Members
of the Board of Education

Howell Township School District

County of Monmouth

Howell Township, New Jersey

We have audited the general-purpose financial statements of the Board of Education of the Howell
Township School District, in the County of Monmouth, State of New Jersey, as of and for the fiscal year
ended June 30, 2012, and have issued our report thereon dated October 11, 2012. We conducted our audit
in accordance with auditing standards generally accepted in the United States of America; the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States; and audit requirements as prescribed by the Office of School Finance,
Department of Education, State of New Jersey.

Internal Control Over Financial Reporting

Management of Example Entity is responsible for establishing and maintaining effective internal
control over financial reporting.

In planning and performing our audit, we considered the Howell Township Board of Education’s
internal control over financial reporting as a basis for designing our auditing procedures for the purpose of
expressing our opinion on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the Howell Township Board of Education’s internal control over financial reporting.
Accordingly, we do not express an opinion on the effectiveness of the Howell Township Board of
Education’s internal control over financial reporting.
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A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct misstatements on a timely basis. A material weakness is a deficiency or combination of
deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement of
the entity’s financial statements will not be prevented, or detected and corrected on a timely basis.

Our consideration of internal control over financial reporting was for the limited purpose described
in the first paragraph of this section and would not necessarily identify all deficiencies in internal control
that might be significant deficiencies or material weaknesses. We did not identify any deficiencies in
internal control over financial reporting that we consider to be material weaknesses, as defined above.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Howell Township Board of
Education’s general-purpose financial statements are free of material misstatement, we performed tests of
its compliance with certain provisions of laws, regulations, contracts and grant agreements, noncompliance
with which could have a direct and material effect on the determination of general-purpose financial
statement amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit and, accordingly, we do not express such an opinion. The results of our tests
disclosed no instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards and audit requirements as prescribed by the Office of School Finance,
Department of Education, State of New Jersey.

This report is intended solely for the information and use of the audit committee, management, the
Howell Township Board of Education, the New Jersey State Department of Education and other state and
federal awarding agencies and pass-through entities and is not intended to be and should not be used by
anyone other than these specified parties.

Rabent . Feulbsant

Robert A. Hulsart

Licensed Public School Accountant
No. 322

Robert A. Hulsart and Company

October 11, 2012
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REPORT ON COMPLIANCE WITH REQUIREMENTS THAT COULD HAVE A

DIRECT AND MATERIAL EFFECT ON EACH MAJOR PROGRAM AND ON

INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH

OMB CIRCULAR A-133 (UNOQUALIFIED OPINION ON COMPLIANCE;

NO MATERIAL WEAKENESSES OR SIGNIFICANT DEFICIENCIES IN

INTERNAL CONTROL OVER COMPLIANCE IDENTIFIED)

Honorable President and Members
of the Board of Education

Howell Township School District

County of Monmouth

Howell Township, New Jersey

Compliance

We have audited the Board of Education of the Howell Township School District, in the County of
Monmouth, State of New Jersey, with the types of compliance requirements described in the (OMB)
Circular A-133 Compliance Supplement and the New Jersey State Aid/Grant Compliance Supplement that
could have a direct and material effect on each of Howell Township Board of Educations major federal and
state programs for the year ended June 30, 2012.